4,
&%‘ ‘
.,

™ 'Approved For Release 2001/03/02 : CIA-RDP62-00328A000200160032-3 | \

UITIED STATES RGIOHD OFFECE
OFFIcE OF SPECIAL AB3ISTAN B SEOEAITY TRAD ( COHTROLE

15 Pelruary 1954

T0: v, John A, “oftus
TR Eljcabeth Ae Barton:
SUBIBCTE Reporrt of . Joek oi OGonsulteilion §n Hpshington:

Jamm 1198 - 15%, 1954
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Direetly wpon uy arrivaly lir, Hgnoes introduced me to Adniral
Delany's Special dssistent fur enforcguent problems, My, Spemer I,
Beresford, who had set up for m e comvehenxive -rograme emphesizing
diversion problenms, that snablac us te put the weck %o the test

gos My arrival fn the Wshingdon office fortunately coinpided
with the first eperational meetings of the Diwersion Oontrol Retworl:
(DOR) which has beon in a formative staze sinse lest fally se that
many protlems ¢tmon to the .asl:ingtos and Pards offices were iremed
out en the spot, Together with Mr, Bercaford, I attended several
meetings and @oup discussions 1hich wure primerily copcerned with
the enforcammert wogranm agelnst Jivergicns, and when I was on soveral
occasicns called wpen to Irief those mrosent on the aotivities of the
Pards of'fice, I exnlained tho funotions of USRO/ST sseentunting the
gstivities that were of paravowt intecst to the particular gethering.
e various grewpe wore all femflier with the CQ/COCOM/CHINCOM structime
but wero interested in hearing the detnils of VSRU/ST enfarcement
sctivities and &n one particulay insignce (IWG) in the functions of
the Boonomic Defence Roglonal Punel, The CIA and XN meetings werc
devoted entirely to ddocussioma of case histories, diversion tronds
and patierns, and veneral housalesping -reblems,

A detelled report of the yeotings and dscussions I nttended 1e
given in the fellovings

During the KOAC Stalf leating the mesent stetus ef USRO/ST
was touched wpon briefly hen M, Hundon reported that while the
internal structure of the Pards ofllce wus stdll undetermined, it was
expected that in answer to Mr, loftus®:s recent lotier s joint State/HDC
reply with respect to the recrgenigation of ST on ddvisionsl or mere
laterel lines, would be clesred withla » week e tern days,

The selection of Mr, Jonall Robart Bergetren as Operntioms
Offiger for the Pards office war indiacted vhen Mr, Bercsford reparted
that Mr, Borgetrom wac awel seourdty clearance, I later inquired

%, ."5" f BB B (e ""’-'.b : B g RN ¥
e F R P R S

' pel experienmce, o, Faresferd replied thet vhile
2 ha? had no legal Ytachgraund, be voo well quadiffed
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Political Sciemoe end Hooncale: and bo! rpeelalis
mﬁﬂ Rolii Tlon, Be also speaks Ruscduon, hawing abtended %&;W .
languege ochool, %, Bergotrom §0 experting % report in Peric
spound Hereh lot,

Wv“ Hoe Tob A otdeohed.

‘ : flatenl Dhsov s Jaymary 13-15,
4, US-Covedlan Bilatenl Discusslons,
Brasn (Congress).
34, ED/EC K53, Jerune - 13, Bl

aan o Hooting of Jammry 3.

The entive mooting was devoted 1 He, Hapsen's reviev of

tho Agonda. fer the Oummdian bilstoral uisoussions end the wsstpr
aft y ’b‘;}_iw fw &’ y m tm # ,vr.v R4 - o 5 e R TR 1R

Banosen (Fer sopdss of the repria, seo Tab A/L & 14),

‘ , % he would be
) " rtdng Ool £ fatt snnounsed ‘t&m‘h ® W
havm%p:w‘a Mmaow?am post in e Dep mmm ﬂfﬁm
Defomno sveuyl Marsh lnt. Ho &4 pot kwv vho would i

R G = L
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genedes prinarily charget with responsibility fa enforeoment
oomtrols are MUAG/FOR, GIA, and Departoant of Stete,

Mvorsion pobleas in MAC/¥ sve handled by Mr, Cliver 5. Anderson,
Hr, Jerry Encll, ¥r, Deresford amé Mr. ikvid Tilson, his deoputy. Un~-
fartunately, these afffcers are obliged to cope with sll Foomamle Defense
m:bters and cannet devote their #ine entirely to diversien oases, Thure NS
are soveral amslysts of the CIA Hesearch snd Reperts Staff who cops with | °
Eaenenie Dofemse problems, I met ith sovers)l mesbers of this growp, snd,! 4
roughly speakimg, there are three comsodity enslysts (W: alwadme, Ve
snd other metals) 'nd thres geogre hisal saalysts (Sterling irea, Y
Mediterranean and Narth Suropsan srees), and one or two othere wbo hendlod |
gemersl reporta. This Staff is Yy no memps devoted to Beoncmic Dofense
alome, apd it 4s gemerelly realised that the parsconel is not adequate Lo
myﬁmm:m@gmwwm. In hiz letter o
Jamusry S5th to L, Guide (see Tab 1/lv), idmiral ielamy tokes up this
podnt and suggests GIA econaider the aseignuent of rcallecation of
personnel to suppert EDAC recommelationg. The Department of Stete
diversior group of four 1s headed up by Wr. Dougles 4, Coeter. MHis stafi
comsistes of My, Mass who hundles gonsral problams, Mr. Burnett who tabes
oare of Far East metters, and Mr. .itrong uho sovers SODPER o

These three Washington ageneios buve assigned Diversion Centrol
Officers to the newly Cormed Diver:ion Control Network as follows:

?IJ:G/!& - . Serosford, Mr. Tilsan
Lept, of Seate- M. Bouglasz 4, Coater

25X1A%9a

iv. Oorrespondence Delany/@uthe re Maugnitude of Diversions
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vi. HUAC/H, Hnutos of Ulversion Sontrol Nebwork Meetdng held
Jan, 13, 1534,

vil. Draft Directive,
ARERL 1 I ONGe fal

F&bo 3; 195&’ 3"@

On Yednesdny I sttended the third meeting of the mevly crpanized
Diversion w Hetwark (DCN) widch is = panwaganay working group thet
noots by the week and more offen when nseessary, !, Seresford,
mm beon the arganlser snd coardinstor of thic group wharsiy
it is boped that more efficient wocedurcs gsan be eatabliszhod both in
Washin ton and is the fiold for avardinating imiclligence and ectiom
relative to the enferssment of iacnomie Jefense conwals. 2 full report
m the soope amd direatives of the DG %o set forth in ﬁmaﬂ}%ﬁa,

!lr. ﬁwi‘nﬁ’u nmrﬁ ﬁ‘ oaaartemhm' 1‘?. .1953 mﬁﬂaé Fropgsal, v
et sonkral. oo akive b oh 15 atizched
&msiem ‘Gagtral Afice s ham ‘been appointed to the
cu-s.tm from State, CIA, amd MM OA with liaison officers from Tpeusury,
Defense :nd Comuerce (names snd tiiles nttached, ses Tab B/1%).

Id was yemerally sgreed that ome of the nost diffieult problems to
be sncountered im diversion emtrel adainistration invelvd the ini%iatim
of aotion and sasslgr.cut of respupsibllity for consequent dovelopsent:
tween Wushingteon and Puris, 2o wall as for the eventml anslysis and

25X1A sumary of the egse histories, 2 gage in by v Sevesflord palnted
out that two oattes NN | o incton FOUT0 Aot
logewber 23, asd Weghington FATO i-431, lecember 29 hafimmtwt
by Col. irown from Puds when Wesbington hed imterded to iske netion
sinoe the basie intelligence repmric,
indieated FHo lateral disseminatica®,

This problem was disoussed at cams lenglh anu it wes finally sgroed
that Paris would assume ani meintein acticn for:

25X1C

a. OGuses initiated In Puoris vhich vare bused on regional intelilie
gonse submitbed o USHEG/AT,

be Cases wherc the time alsmeni sni mrozimity of URG/T so
regional poats was e prlue fnetor,

It vould be assuxmd, wmless potified hy Jasbington to tho contrary,
that Paris would retsin the yecpomsibility for thess ense:s s wll 23 the
subsequent decwsamtation, whleh wedd be swwn=vised on = seleotive hasis,
elther iv sections @ o post faghos

T T
B
" =y ,,, .y
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In order to aveid any confusion on this peint, it was agreed that
BRO/ST would submit a bisweekly inventary including oomments on status
of operstion, with respoet to the diversion osses for which Paris bad
mimary rospomeibility. T pointed ont that time wnz at 4 presdmm and
that these reperts would necessarily be very trief amd probobly restrictsd
%0 titles and yeleronces, MWr, Fapll mitwithed 5 omrrent Tnvertory of
Diversion Casos (See TAR B/ili),

25X1A9%a :
_GIS‘% bri-fed me on the structure of thelr Rereurch and

Bopes-ts Stoff and the nature of the work their analysts eoversd. I was
particularly intercsted in determining how often they Lssued their
diversion susmarles, such as the pine mropared for 4, Haneon diwing the
Britdsh btllateral diroussions in srly Hovember, I found thot thess ninc
reports ccostituted an ad hoo Job of major wndertakiag and that ihe
regular recelpt of similer reporte on a weekly or monthly busis wms
optinistic indeed! In addition te these summmyies, the same GIi 5 _aff
bad recently oempleted & study en the Magnituxde of Uiversions {Cop
and Aluminum) whish wis the result of a peries of correspondenee betwsen
Admiral Delany end Dr., Guthe of CI: bused om 2 request of Mr. Jzeques,
WRO/AST. For enples of the gorres ondance ses TA5 B/iv. CIA rremised %o
reloass & copy to UIO/ST vmt 4t kas not yebt beer recsivad, Mr, Rere-ford
polntad out that the report 4id net comply with the direstives of
aduiral lelany!s eriginel request sinee inform.tios regswvdiing country
partieipation Bed not beer imeluded. The "magmitude” report wee also s
major undertaking and the memhowrs required to cemplets 1t rhould not e
undereatinited in requesting additionel infearmition of thiz sort froem CIa,

The UskO/ST diversion case hi:tories had been emthusisstically pow
ceived and partiedlar notice gives to the useful Poreat, Mr, lansen asied
lire boresford and me 1o et togetdor & ipiefing Eook for the Camedian dize
gussione, sinil.r to the one prepared for the dritish meetina ia Novumber,
lie later reparted (et the swmmarios had been most useful in the dlscumssion:,
I wee aleo ahle to point out to Mo, Hereeford two or three opocific
Cepadian diversioen problems, sush s the eale of Cenvdlan molybdenum
through 4= oclatod Motals & Minersls of Few York o SATEM of *Mlan =fur
the Iialisn company had been blackiisted fram reesiving .8, =eolybdewss
by the bepartment of Comserce; zmé -lso the mobivities of the Vinco uver
agonts, Fessrs Spouse amd simes, provicusly invelved in the Gandint/orevi
oase, wbo heve rasently sguin bees onerstiag in Switzerland (Mlsn deupateh

In dilscusalng twee sumaries fwiher, I peinted out that thoy sheuld
be consitercd a luxwry itam sinee WRU/ASY was osrtainly not egquizped Atk
the persornel to asoume respamsibliity Tor extensive reporting on ALl
HBRO/ST ¢ aion car &, ani I comid ses from heving disoussed the point
25X1A% 140 that GIA was faced with similer conditioms., They ~howld

rather be written up ob 2 seleeily besis with ap endwuse in mind sppliesble
10 speeiflc mreblems scheduled to .rise in COCM or bilatersl discussion.
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For instanee, ke, Tilgen, Mr, Vervslord's daputy, wie At the srment undepe

taking tuo profeets comcernad withk o3 L2 ami Pl OLUIVE SaYING ar thoy
related to diversions, Loth of thass subJeats hed Tortun:tely been dipe
sussed extencively ir the RU/AT Yillagh Couowr and Polycheris s:se
summaries, reapeatively, which pre-ent aicollent oxauples anc baekgreund
for an emain.tiom »f these moblems. Further ip this connection, a re=
uest fer any gase Bistories relative to the Uolly diversion transietions
um3 requested fram #eshinston thre .+ the DON on Februsry 1ot, ami it s
hopad thet any reports fortheoming will prove wseful fn the Transoetion
diseussicns sebodulec far the Beitish hﬂ.{ﬂtml meetings in early sorine
of 1954,

Nr, sevrealard ned several oLk reports, maps, ari diagraws on diver-
Sion voluge and miierns, vbat as enly ome copy of scch had baen releaced
to MuiC, the Paris offiee had not receiveq cordez, I asked ¥, Verpaford
to gol 6opins relesed for USR/5? and te kowp bis eye open for subsesaent
reporis that vould be of intersst 1o ws, Fop the Cermdinp bilnderal cdise
cusgioms, . Deresford hed prevemd an interosting Uversion _Comtral Floy
Lhart which #880s Lie lator=agency wwganlsstion for the receint and
ehannelin- of inteliirenee anc intereaseney 1i2ison for subsaouent aetion
(d@e Tab E/V)o

Finaily, Mr. vercsford revorted that he has slvrendy mode arvangesonts
for WRY/LT to regeive oven more Isteral intellisence thah mreviously nd
Bo roquested that I subwmit %o him a draf§ olveotive with respect to the
loteral disseaisséion of intelligencs to USHQ/ST whieh wouwld eventually
De dispatched as a Lep-rtment oirovlsr to 21l foreiyn serviocs posts, “his
draft was sent to MIAC/W on Fetrusry 3. (Sas 7in 2/v1)

» S0y of the Minutes of this .CN neoting of Jamuary 13th is atiectod,
(oo TAB ifvii)

3. Septysl Intelli-asce Agenoy (L) = Jpousry 14th

tn Thursday .fiarncec i met in‘ermaily with several analyats of tio
Cia Heseareh and Heports Steff wvho vere Adrootly concermed with divorsimm
problems. Umiortun.tely the staff rmust hanile many more problems thon those
dealing wvith enforeement, The CIA office is & rescarch agenoy only and
therefore nad no responsibiiity foe taking notion, The group wms nat ia-
terested in hoaring sbout ouwr operaiion Feogedures and I spent a prest
deoal of time recountin; the speeific detslils of such eases as Gandinl A TATER.
and the Horvegian sluminum Giveralans of July/iugust vie Seirut anc Antumprp,
25X1C  Thay were also inter sted in Imowing how much latersl intelligencs we wore
receiving I I roiiied thet whils we roesived aprraximately 30 rom
25X1C ports por uonth, I h:d no way of estinmating what this figure remreronted of
iemmﬁm avallable. I wes guesticmed axtenaively with rospeat
Yo diversion iresds, putterns, :.nd pregific Lgatfdost teaders ami sanes ;




4
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4 omse in podnt is Mex Linker, hes . of a wellelmesm forglng ring, whoos
sGdress, natiosality, ~nd comber ef oporetion are wnimoum, elthowyh ro=
parts of his agent:' activities api forgeries cesur weakly. CI4 Indiosted
that they were amxious to reeaive iy intelligonee frem us that would ine
dieate pattarns of avorniimm.

Later in the afiarnoon I Mﬂmnim_m met with he nesd 25X1A9a
of the rose: f1les seotion. Tholr system of operation leaves notluing
to ; ! Bvory despateh s oqble resciwad i1n 1A is filed m o
5 x % eard, reprodused by an I jrosesd, and eross-filed by individuile,
firms, camodities snd countyies, FProvided the amlysis anl time orve
availabla, there 13 noe BastAivat trade intelligenos bt sammot ba dovele
aﬂtm%awwaﬁitmwmmm fn the Pirst plave. The
hoad of the CIA ress.reh section lus mudo several reporic on oubtstancing
Zast/éest firme ani operaters and said she hoped o rolease more in the
futare. She iz alse restrieted W lack of time. 1 desoribed the ERAT
esrd systom, which mikes no attewt to dnilioate CIA's alleinolusive aposs
atien, but is rather & quick, rescureeful, and invaluweble meams af kespin:
tab on indivifnle and firms(only)ppersting within the Suropean themter.

Wi P on

Le

Refersncos - Sas Tab C atitach:d.

1, Bibljogrepty of liefereneas, Jan. 20, 1954, "Flan for Stapping
Diversiens throungh Antwerp by meuns of idvance Manifest Inform-

tion fyon Lepartmeat of Joomorve.®
ii. Antwerp despateb 202, Hevember 20, 1953.
1 met with severnl mesbers ¢ Gomsroe on wodnesday aftarnsen; Mr. Richard,

Mr. Lindsay and ¥, (larence i, (umiber «+ho are eonocernod with the
dtversion of 0.3, goods r; ané with Mv. Walter O, Qlyds, Jre of the

Bureay of Forelgn Gcmeree (BFC) = formxly the Gffise of Internationel
Trade (CIT), ! agplaining $e fungiions of our respeetive offices,

ve disessed enly % ese problesa whick vere seemon to all @ oneni.

ﬁ’.wmﬁmﬁiﬂauipin%%ﬁ%&mw@ﬁmtm
had arranged to forwmrd sdwance ranifeste of shimments due to arrive in
the part. It was folt both by € Antworp Copmulate end Copmaroe tint
the systom had bean sxtremaly successfyl as o preventive msanure, sinee
the oomstant incuiries on the pet of the Camsulate kept Antwery Torunyde
ars aware that tha U.5. wns alewl o amy attompts at diversion,
w~.mwbaam;mwwmfmmwmmmmm
mated that appraximatsly thres ¢ flcers were roruired to operate this peo-
jeot suscessfully. Beth Rotterdwun ami Irisste are interestsd in the
scheus zndk Me, Lindsay wes arsdeus to know if, in ouwr opinion, Triecste
was oquivped to handle the work, I aspured him that Trieste wne well
mwmwmfmummmummmw
Defense comferance planncd for the midfle of Ootohar had hosn canoallad
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due to the Trieste eri-is, =nd I eow'd not toll him bow mamy pecple wero
sotually hendling Secamoslc Defense probleme in this Miasios, Iraporte.
on thic aopversntiom to Col, Prowm wio will take the matter up on his next
trip to Rone.

Referances to desictehes ant cedles o the subject are atitached us -
TAB ¢, but unfortunatsly only ens wencrt {(Antwerp desratoh 202, Hovembor <)
is awvallsble in BRG/BT,

Mr, Lindeay brdefod re on the horddewteelfoehiliing case invelvime
the Seth-Bnith ring im the U.f. A full raport om this subjest is in awr
Nepddeutschs file. M, lindony added that the oase 1 being investigated
by Pritish intalligenee who, in twp, wrovide infarmtiom to the Departnent

i<t Y

1 wae infereed th.t Copmerce mpintein: sy investigsting offiee ia
Wpshingben and Nou Yol anly, ALl cthew tncuivies ars handled by the
Department of Stete sbroad, ar, vithin the W.3,, v the Treaswy ispert-
e,

¥r, Lindasy painted cutthol C@merce ouu aften provide lapertint ine
Formation rogarding wineizmls invdived is diversions, but that the neso
of the vessel trensparting the pood: iz essentiul for detersining the xame
of the canzliinoa.

1 dla~uzved the BFO Chogk L and perticularly the question of
dssrivutiom of thls List to RO, I was assured we would henceforih
regeive our eoples divestly snd wifhout delay. I ~lso agrecd te swndy
Oczmores with reports op individusl firme of known Sest/Wost traders that
gere obvious sisafons frsm the 39 list, I hed intendad retwnin: o
Cowmerce to go ovar iho BIC offiess with br, Clyde but time mevented oy
taking advan age of bis kind invitatiom,

5. Ine Jrtelligesce rorking Group - Jemesy 14th
Hoferernes - 3o TAL D attached,
f. Tei/A=87, Agends for 57th “beting, Jemwry 13th
i3, TuG/MeS7, Hbmgte: of 57th veeting, Jemwary lith

114, Memorendum of February 10th o #ric Gulashin, tmsoutive,leerciary,
USRO re Soviet irends Camities of HATO

Together with My, Derosford % stienisd thds ww warking groun
meoting a« an cheerver, but was ;jmi te trief the members rogarding the
activitie: of USEG/ST, The sroupy » subsidiary of the HSG, kmew abemt
©6/00GOM/GIECON but were vary imterosted in the sotivities of the Eeonomie
Dafense Pud. I eutlined the memiwrchip of the pemel sbd Ve eXemp
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of prohlems that bed been disoussec, poixting out that we would be glod
to submit any quostions for disous:ions tinit the 140 war interested ir
Loving eonsidered, I alsc discussod briefly tle kind of imteiligence
we recedved and mxraessed the imparicnes ef reselvins reports m o
take ;:mmutiva agtien agu.nst. diw mim, .«sm the grestar »-rt of ¢
reparte comlng in to EROAT were ;fler-tho

In commeetion with ITiom 4 an he igénda, "The Problesm of Devsloping
Intelligencs om Chengimy Coviet Trode zpd oeonomic Follgy®, I fomdd timt
none of the mesbor: of the I¥0 was awere of the exlstense of the “ovict
Trends Committee Iin tue HATU Faris crgandsation. Since I was not toe
faadliar with B setivities or Tens of Raferonee of thiz Commitios, I
offered to estaniich : llaican Dobser ibs Is0 amd the Soviet Trerds
Comittes leeretariat hera in Pard 50 thoi reporis made by the Feris
group would bs svallsble o intere ted offioes im Jnshingtom {(See TaB L/i41).

Dapin the meefing, ¥, Lunbeg expressed bds interest in Mr, Proshils

bleweakly Zsotffest Trade fpzlyses and neid Lt they were the only ree
peirts of thelr kind available in d shingtan and had proved imwelunble.
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W sregely elluside tin: gmi;gwpmawmw felon
T ST T L e i
sion sstivities specifieally eperat, their limitations, ) i
intarosts, and tho Dwpotioning of $a inter-agensy liaison. }m‘ .
mﬁm%»maﬁg@mm%%&@wmwm iat-1a.
I vas partioularly gretified to poaiize that BROAT, with w;gt E?:m
limited staff thon any single group in Jashington, has beon o  keoop
well abwesst of diversion sctivitie: that hove ineresced so encrasusly
sinos the middle of lrst swmer.

Time oyt second e,
mwwﬂuwmmwmam. W?‘m
of the Depertuent of Dafense ssked me on Tiapsday af ternoen aftes el
wwwmmmmwmmtmmw .
Mw&ﬁwmmémwmwmmmwxmuaw
Mxmmwﬁmmmmmwmmm.

, . r . o
ofare I laf't e an!:ddmy.:npewmw
oS iy e et o Ly T f

L 7 ' | . tat ﬁﬂ"iﬁ@ 1 “” ’ ’ \d 1 tohad ik
nimate mm;; ?o ﬂggt Sy R+ Jagrrimraie é;*’::ﬁ ™
kwhw“ fr%m mmxm t&atm& podnted ouat Lnat the entire } ﬁwwém
A e hed bogam inareasingly imoortent and that publie attentim s
umm? as woll as frat of Conpres: wore HOrS and more manifest.

s atafl seubers of ¥oAC/ snd the other Soenamic Defensc
Mf&wmu& wess gonagrous with i&m&rﬁw,maﬁw,;
and vitally intevested in the pregrum in genaral. They were keenly imber~-

ih?imm?dm w& with vespect to dlversiem Mﬁm, m—
abling the groms te get a better ides & the ldnitations wader vhleh ve
warky and as f, in turn, begams gare of their apamw dirficultisesn,
in diveraion control eanmot help "utb
extrenaly ¥sl: 0wl dscussiome,

" improved by these informnl prsd
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